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MARKET REPORT:

Supply:

EU milk production for May 2016 remained at +1% compared to May 2015. This is the third

#8 month in a row with a low increase which shows signs of milk production slowing in the
region. The varying weather conditions, low milk prices and the increase in cow culling

Food for thought: have led to the YOY production for the UK to be down 5% and for France to be down 1%.

For the 12 months to June US milk production was up by 1% with June 2016 production up

by 2% compared to June 2015. This low production growth has been credited to hot and

”Eve rything Shou |d humid conditions being experienced, but the yield per cow has increased. High domestic

b d c | demand still continues.
€ made as simple NZ milk production for the 12 months to June 2016 remained at -2% with product volumes

as possi b|e, but not low due to the seasonality of supply. Milk production volumes are predicted to be down
. for the upcoming peak season due to the higher than usual amount of cow culling as
sSim pler = Al be rt farmers try to manage farm costs as well as cold and snowy weather at the end of August,

limiting short-term production.

Australian milk supply in June 2016 was down by 6% compared to the same month last
year with the total milk production for the 12 months to June resulting in a 2% decrease.
The higher than average rain levels have dampened the short term drought conditions
however long -term water shortages are still a concern for some areas of Australia.
Locally milk production persists with the negative trend as July 2016 volumes decreased

Einstein”

3.2% compared to the same month last year, with the YOY production down 4.2%. This decreasing trend is continuing as there have
been no changes in the existing drought conditions which has led to the scarcity of roughage and high input costs.

Demand:

China’s dairy demand continues to display an upward trend, rising 26% for the 12 months to June 2016. The increase in imports are
due to a buy-in period in anticipation for an increase in milk prices as well as that domestic supply is starting to decrease as farmers
react to lower domestic milk prices.

The rest of Asia had a 3% increase for the same period as many countries are well stocked due to previous imports.

Russia’s demand has increased by 7% in April 2016 compared to April 2015, though for the 12 months to March 2016, imports are
still 33% down. Turkey have requested that Russia lift the embargoes imposed on them in 2015.

Slow demand in MEA is continuing with a decrease of 5% for the 12 months to April 2016. The suppressed oil-prices are having a
longer-term economic slow-down than anticipated.

Overall:
International milk production has decreased in most dairying regions, resulting that global supply and demand has levelled out.

There was a strong increase in international dairy prices which was transparent on
GDT during August, with the first event resulting in average increase of 6.6% followed
by a 12.7% increase in the second event.

The upward price trend is expected to continue into the first quarter of 2017,
however the magnitude of growth is variable between organizations.

Between mid-July and mid-August, the Rand strengthened expressively against the
USD by dropping over 7% to its lowest level since October 2015 at R13.22. However,
this changed within a few days, with the Rand weakening by 10% to close at R14.70
at the end of August 2016.

Disclaimer: All statements made on this newsletter are made in good faith and we believe they are accurate and reliable and made without any express or implied warranty. CFI

does not give any warranty as to the accuracy, reliability or completeness of information that is contained in this website. CFl, their directors, employees and their representatives
do not accept any liability for any error or omission on this newsletter or for any resulting loss or damage suffered by the recipient or any other person.

Sources used: NZ Perspective; www.xe.com; MPO; www.globaldairytrade.info;



http://www.xe.com/
http://www.globaldairytrade.info/

Let’s get Technical: Anhydrous Milk Fat (AMF)

AMF is 99.9% pure milk fat made from high quality cream. It gives a natural dairy flavour and creaminess to finished products
and is the perfect high quality fat ingredient.

There is a wide variety of AMF, milk fat fractions and specialised milk fat blends all designed for use in a wide Variety of
applications.

AMF is suitable for use as an ingredient in chocolate, confectionery products, ice cream mixes and cheese processing. There is a
wide range of specialised milk fat blends supplied at a variety of melting points that can be used in the manufacture of vegetable
or oil based spreads and sauces.

Key benefits of AMF
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It is 99.9% pure milk fat It d%ﬁor Pred.ominantly grass Fonterra"s‘p?rocessing
made from high quality dairy flavour and fed in NZ, the cows capabilities and
cream. It is virtually : . ) produce milk with controls allow for
free of moisture and funct|onal|ty, Wh'!e higher levels of longer shelf-life and
contains no additives, being stable at ambient Omega 3, CLA fats, consistent quality
preservatives, foreign RIS L more vitamin E and products. AMF
fats or other tra'nsported a'md st?red more beta carotene, performs at the
impurities. without refrigeration. giving a full creamy highest level in all

/ \ J \ dairy flavour. J \ applications. /
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General Advice Warning: The Information in this newsletter is provided for information purposes only. The Information is not intended to be and does not constitute financial, tax, legal, investment, or other advice, is
general in nature and not specific to you. Before making any decision or taking any action regarding your finances, you should consult a qualified Financial Adviser. CFl is not responsible for any investment decision
made by you. You are responsible for your own investment research and investment decisions. CFl and its affiliates, shareholders, its respective directors, agents, consultants or employees shall not be responsible
and disclaims all loss, liability or expenses of any nature whatsoever which may be attributable directly, indirectly or consequentially to the use of the information provided. This includes, without limitation, any
direct, indirect, special, incidental, consequential or punitive damages, whether arising out of contract, statute, and delict or otherwise and regardless of whether we were expressly advised of the possibility of such
loss or damage.

Sources used: NZ Perspective; www.xe.com; MPO; www.globaldairytrade.info;



http://www.xe.com/
http://www.globaldairytrade.info/

